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A B S T R A C T 
 
The level of Chinese Outbound M&A has risen significantly during recent years, with German 
companies being the main target within Europe. This Work Project explores this phenomenon, 
by assessing the short-term impact on profitability of acquired German companies pre-acquisition 
versus post-acquisition, whereby the results show statistically insignificant differences Moreover, 
the study portrays the Chinese M&A activity in Germany during the period 2011-2014 and shows 
that many companies of key German industries were acquired; Private Equity companies played 
an important role as sellers, and both Chinese acquirers from the same industries as well as form 
different industries as the target firm were represented.  
 
 
Key Words: Mergers and Acquisitions, Cross-Border, China, Germany, Financial Statement 
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1. Introduction 
“China buys up the world” (The Economist, 2010), “China Hits Record High M&A Investments 
in Western Firms” (Shepard, 2016), “German Angst over Chinese M&A” (Chazan, 2016). 
These headlines reflect the importance of recent outbound M&A activity of Chinese companies 
in the Western world. As a matter of fact, the number of deals in Europe has risen drastically, 
with Germany being the most significant country in terms of quantity of acquisitions by Chinese 
companies. Whereby, between 2005 and 2010 only six acquisitions of German firms by Chinese 
companies were conducted in average (Sun & Kron, 2016), this number has reached a record 
high in 2016 with 56 deals (Heuking, 2017). Besides that, not only has the respective transaction 
volume multiplied by a large factor, being well below EUR one billion in 2005 vs. EUR nine 
billion in 2016 (Chazan, 2016), also have the target industries changed substantially. In contrast 
to before 2010, when large parts of Chinese acquisitions in Germany were targeted at 
Transportation & Construction, Energy and Industrial Equipment companies, the investment 
activity of Chinese acquirers has significantly broadened and in recent years also targeted 
Services Industries such as Information and Communication Technology and the Automotive 
Sector, which contributes to a very significant part of Chinese acquisitions in Germany since 
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2011 (Hanemann & Huotari, 2015). Important questions that naturally arise considering this 
sharp increase, are with respect to the financial situation of acquired German companies pre- 
versus post-acquisition as well as concerning important deal characteristics. Taking into 
consideration both the sheer size of the number of acquisitions, the total deal volume and the 
fact that Chinese companies heavily acquire companies that are active in key German industries 
(e.g. Automotive), the significance of studying this issue is crucial. However, to the best of our 
knowledge, still it is unknown how Chinese acquisitions affect German companies in terms of 
profitability in the short term. Thus, this Work Project aims at assessing the short-term impact 
on profitability of acquired German companies pre-acquisition versus post-acquisition.  
The Work Project proceeds as follows. Sections 2 provides an introduction to M&A (Mergers 
& Acquisitions) in general and presents drivers of the Chinese M&A activity in Germany from 
both the Chinese and German perspectives. Section 3 reviews the empirical literature about the 
effects of M&A activity. Section 4 outlines the research questions, and describes the 
methodology and data collection as well as the statistical tools applied in the research. Besides 
that, the section elaborates on the selection of key variables (Revenues, Variable Cost Margin, 
EBITDA Margin, Return on Assets) for the quantitative analysis and presents the corresponding 
hypotheses. Section 5 discusses the results of the research. On the one hand, it presents a 
descriptive summary of the hand-selected data with respect to relevant deal characteristics (such 
as affected industries, majority vs. minority deals etc.). On the other hand, it shows the results 
of the analysis of the key variables. Finally, Section 6 concludes and presents an outlook. 
Besides that, the section gives suggestions for future research. 
2. Drivers for recent Chinese acquisition activity in Germany 
Mergers and acquisitions are forms of corporate takeovers and are typically referred to as M&A, 
whereby both transaction types have different characteristics. Acquisitions are defined as 
purchases of another company or parts of a company and the subsequent integration within the 
4 
 
acquirer’s company group. In the case of a merger, two (previously legally independent) 
companies are combined to a new company, which means that at least one company loses its 
legal independency (Wirtz, 2003). The reasons to conduct M&A is on the one hand the aim for 
growth (Hooke, 2014). Increase of revenues can be for instance due to access to more advanced 
technologies, higher skilled employees, an improved product portfolio as well as cross-selling 
opportunities or access to new markets (Bamford & Chickerman & Kosmowski, 2012). On the 
other hand, cost synergies are of major importance in M&A deals and are generally expected 
to be exploited significantly easier than revenue synergies (Dringoli, 2016) and can be for 
instance due to the combination of sales forces or relocation of manufacturing facilities to the 
acquirers (low production cost) country (Weber & Tarba & Oberg, 2014). 
To understand what drives the recent developments in Chinese M&A activity in Germany it is, 
on the one hand, important to understand the major drivers for increase in Chinese outbound 
acquisition activity, namely economic, and political trends in China. On the other hand, the 
motivation of German companies to agree on the acquisition by Chinese companies must be 
analyzed as well. 
 
China’s transformation to a market oriented economy 
Due to far-reaching reforms in the late 1970s, China has evolved into the world’s second largest 
economy, by becoming a major low cost manufacturing hub and export economy, respectively 
(The World Bank, 2017). Fact is however that labor costs (in manufacturing) in China have 
increased (as of 2015) by the factor of four in comparison to 2006, thus endangering China’s 
main competitive advantage (Bulloch, 2017). Besides that, the real estate costs have risen 
significantly as well due to minimum prices for land imposed by the Chinese government, while 
costs for electricity are growing at a substantial rate either. Further problematic factors are 
increased corporate income tax for non-Chinese companies, whereas intellectual property rights 
also remain to be a main concern for foreign companies. Additionally, other countries (e.g. 
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Southeast Asian countries like Indonesia and Vietnam) are increasingly becoming more popular 
as low cost manufacturing hubs for foreign companies), whereas many companies consider 
relocating production facilities in order to decrease supply chain complexity, as a reaction to 
e.g. increased volatility of raw material prices (Copulsky & Cutten, 2013). These alterations are 
also reflected in a decreased growth rate of the Chinese economy (The World Bank, 2015). 
Consequently, this puts significant pressure on China to change from an emerging to a 
developed market and to switch from (low cost) manufacturing to a service oriented economy 
to stay competitive. The composition of the Chinese Gross Domestic Product (GDP) has 
changed significantly over the last decade, whereas Agriculture accounted for 12.12% in 2005 
vs. 9% in 2015, Industry accounted 47.37% in 2005 vs. 40.5% in 2015 and Services accounted 
for 40.51% in 2005 vs. 50.5% in 2015 (Statista, 2016). This change is also reflected in the 
foreign direct investment of Chinese companies in Germany, whereby the Chinese investment 
focuses in Germany has broadened significantly. China’s recent overseas investments in both 
advanced manufacturing as well as services are representative for its officially declared 
ambition (Made in China 2025) to catch up with developed countries, particularly with respect 
to intelligent manufacturing, which is also referred to as Industry 4.0 (Wübbeke & Conrad, 
2015). In fact, most Chinese manufacturing companies are currently operating on 
technologically backward processes, while the industry robot to industry worker ratio amounts 
to about 14 to 10.000 in China vs. 282 to 10.000 in Germany (Sendler, 2013).1 The need for 
advanced technology is thus very high, and German companies present highly promising 
opportunities for Chinese bidders to acquire the necessary the knowledge and assets. 
 
 
                                                          
1 The use of industry robots in the context of manufacturing processes is classified as Industry 3.0, thus most 
producing Chinese companies are operating according to Industry 2.0, which implies the use of assembling lines 
and electricity. However, China is currently already the largest sales market for industry robots worldwide, 
basically due the sheer size of the country (Mercer, 2011).  
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China’s less regulations and greater political incentives 
Chinese companies have traditionally been subject to strict regulations with regard to Foreign 
Direct Investment (FDI). In recent years, they were obliged to go through a rigorous 
administrative process in order to get approval for an investment (e.g. acquisitions) in a foreign 
company. However, in the context of the five-year plan from 2011 to 2015, Chinese government 
loosened these restriction to a great extent to push its agenda of becoming a more innovational 
and service-oriented country (Hanemann & Huotari, 2015). 
China’s beneficial financial environment 
Chinese companies are furthermore facing very endorsing financial conditions, whereas the 
People’s Bank of China (PBOC) undertook several measures (e.g. lowering of reserve 
requirement ratio) to grant domestic companies easier to access to financing. This is linked to 
the agenda of the government to advance China’s economy and guaranteeing funds is an 
important strategic step to enable companies to seize growth opportunities and undertake 
acquisitions, both internationally and domestically (JP Morgan, 2016).  
German’s investment rationale: Gaining access to the Chinese market 
Between 2011 and 2014, Chinese acquisitions of German companies were mostly in the 
industrial machinery & industrial products as well as in the automotive industry (Hanemann & 
Huotari, 2015). In fact, China remains the largest automobile market (in sales terms) in the 
world as of 2016 and has shown annual double digit growth. The German automobile industry 
on the other hand, is the number one automotive market (production and sales) in Europe and 
the largest premium car producer in the world (41%). Besides that, Germany is home to the 
largest part of Original Equipment Manufacturers (OEM) in Europe, while the countries 
Original Equipment Manufacturers (OEM) market share was more than 50 per cent in 2015 in 
relation to Western Europe (Germany Trade & Invest, 2017). The linkage of the German and 
Chinese automotive industry is extremely strong, whereby for instance Daimler’s sales in China 
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account for 10 per cent of its total sales figure as of 2016 (Daimler Annual Report, 2016). 
However, acquisitions in the automotive industry do not refer to vehicle producers (with 
exception in very few cases like Artega), but to OEM. German automotive suppliers are 
traditionally very strong and broadly positioned in high-quality components, accounting for 
about 75 per cent of the global premium automotive market (Germany Trade & Invest, 2017). 
In contrast to that, the Chinese automotive market has long been characterized by large demand 
for low cost vehicles and rather low quality components, respectively (EU SME Centre, 2015). 
However, the dynamics in the Chinese automotive market have changed significantly in recent 
years. Not only has Chinas upper class increased strongly, but also its middle class is becoming 
larger. This is affecting the demand for higher priced vehicles positively and consequently 
creating a massive opportunity for German automotive suppliers to get “a piece of the cake”. 
Thus, German companies raise the question concerning the most effective and efficient way to 
realize this. Traditionally companies used to enter the Chinese market by means of joint 
ventures. This form of partnership was partially chosen by companies due to the lack of 
alternatives in the past with respect to governmental restrictions for inbound M&A in China as 
well as administrative difficulties for outbound M&A (Hanemann & Huotari, 2015). Since this 
has now changed (at least referring to Chinese outbound (M&A), partnerships in form of 
acquisitions by Chinese companies, can offer certain benefits to German companies in 
comparison to other market entry strategies.  
 
3. Literature Review 
This section reviews the literature about M&A and focuses on studies that assessed the impact 
on the target firm. Additionally, research that deals with Chinese firm as buyers is presented 
and put in contrast to this Work Project.  
The effects of acquisitions on company’s financial performance has been intensively discussed 
in the academic world. The evaluation of the post-acquisition performance is a way for 
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determining if the aftermath of acquisitions is beneficial for the acquiring firm and the target 
company. Company transactions are (usually) executed due to supposed synergies between 
both companies, both revenue or cost synergies, whereby synergies from acquisitions can take 
long to realize and potentially even result in value destruction. Most studies about the post-
acquisition performance have evaluated the impact on the acquirer’s performance or focused 
on merged companies. Few research focused on the impact on acquired firms that continued to 
operate separately. To the best of our knowledge, no quantitative study has been conducted on 
the post-acquisition growth and profitability of German companies after being taken over by 
Chinese companies.  
Quantitative M&A studies are typically either event or accounting studies. Event studies are 
based on the measurement of capital market return (abnormal returns as result of 
announcement) to shareholders and therefore assess the stock prices of the affected companies. 
These types of studies were performed by Kaplan & Weisbach (1992), DeLong (2001), Houston 
et al. (2001), and Eije & Wiegerinck (2010). The latter is a China related event based studies 
which analyzes abnormal returns on Chinese acquired firms. Accounting based research such 
as Healy, Palepu & Rubak (1990), Ghosh (2001) and Oosting et al. (2006) use accounting data, 
collected from the financial reports of merged firms. In this stream of research, Pervan & Višić 
& Barnjaka (2015) analyzed the performance of target firms. Based in accounting data based 
methodology, these authors assessed the pre-and post-acquisition performance of companies 
that continued to exist standalone after the acquisition. With the help of T-Paired-Sample-Tests, 
the authors evaluated changes of costs and profitability ratios (e.g. EBITDA/Revenues, ROA) 
and concluded there were no statistically significant differences pre- vs- post-acquisitions 
regarding all assessed variables. 
More recently, empirical studies on cross-border M&A that involved Chinese firms as buyers 
emerged. Chari & Chen, & Dominguez (2012) examined the effect of acquisitions by 
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developing-market companies on acquired US firms by means of a difference-in-differences 
method and propensity score matching. The study analyses accounting figures in order to assess 
profitability in multiple acquirer countries, but does not focus on China, therefore not allowing 
for explicit conclusions regarding post-acquisition performance of companies that were 
acquired by Chinese firms. Sun et. al. (2010) conducted an examination on cross-border M&A 
by multinational enterprises in China (and India) and created a comparative ownership 
advantage framework. Especially about China M&A is the research by Zhou & van 
Witteloostuijn & Zhang (2014), who examined how industrial characteristics in the host country 
influence overseas acquisition of Chinese companies. Yang & Deng (2015) studied the level of 
Chinese outbound M&A in advanced countries, and found correlation of macro-level factors 
(e.g. level of strategic assets). Also, Elia & Santangelo (2015) studied the relationship of the 
level of outbound M&A activity of multinational companies in China and the innovational 
capacity of both the acquirers as well as the targets country. Jongwanich & Brooks & 
Kohpaiboon (2013) analyzed how the financial development in China affects the level of 
outbound M&A activity. However, to the best of our knowledge, no study was performed 
concerning the analysis of the acquirees growth and profitability post-acquisition. 
The purpose of this Work Project is to determine to what extent the acquisitions by the Chinese 
companies have affected the profitability of the acquired German companies in the short term 
(one year after acquisition). Besides that, this Work Project contributes to portraying the 
acquisition activity of Chinese companies in German between 2011-2014. 
4. Methodology, Sample and Data 
4.1 Research Questions 
The purpose of this Work Project is to analyze how German companies were impacted in terms 
of profitability in the short term after they were acquired by Chinese companies. Additionally, 
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this study explores important characteristics of M&A activity of Chinese firms in Germany 
between 2011 and 2014. 
In detail, the specific research questions are the following: 
RQ1: Which are the characteristics of acquisitions of German companies by Chinese 
companies? 
 
RQ1: Do acquisitions by Chinese companies impact the profitability of acquired 
German companies positively or negatively in the short-term?  
 
The research uses univariate analyses to provide insights about the characteristics of the 
Chinese acquisition of German companies (RQ1), namely, to which industries those companies 
belong; if acquirers were from the same industry; if companies were sold out of distressed; if 
there were any hostile takeovers; what were the stakes acquired; who were the sellers and how 
were the company valuations. To analyze if acquisitions by Chinese companies create 
value/synergies in terms of profitability (RQ2), measurement by means of specific key financial 
variables, namely Revenues Change, Variable Cost Ratio, Earnings before Interest, Taxes, 
Depreciation and Amortization (EBITDA) Margin, and Return on Assets, for the acquired 
German firms. With regard to this, both parametric tests (Paired-Sample T-Tests) and non-
parametric tests (Wilcoxon-Sign-Rank-Tests) are conducted. 
4.2. Variables 
To gain a better understanding of the relevance of the considered variables, it is elaborated in 
the following why certain numbers and ratios were chosen to conduct this analysis and what 
adjustments were conducted. The corresponding hypotheses are developed as well. 
Revenues 
Acquisitions by Chinese companies allow German companies to gain access to the Chinese 
market. For example, by making their distribution network and salesforce available to the 
products of the German companies, facilitating them access to the Chinese market without the 
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struggle of setting up their own distribution network in China. Therefore, it is expected that 
revenues of the acquirees in the post-acquisition scenario are higher than in the pre-acquisition 
scenario. It is worth notice that all financial reports were reviewed for special effects that might 
distort the analysis. This is particularly referring to first-time consolidations and M&A activity 
(besides the Chinese acquisition). This is important since some German companies conducted 
acquisitions between t-1 and t+1 or undertook first time consolidations.2 To normalize these 
effects, post-acquisitions revenues data were adjusted accordingly, whereby appropriate 
adjustments were applied on other influenced figures as well.3 4 Thus, in the following, 
Revenues refer to Normalized Revenues, Variable Cost Ratio refers to Normalized Variable 
Cost Ratio, EBITDA Margin refers to Normalized EBITDA Margin and ROA refers to 
Normalized ROA: 
The corresponding hypotheses for revenues is as following: 
H0: Revenues of acquired German companies have not changed in the post-acquisition 
scenario 
 
H1: Revenues of acquired German companies have changed in the post-acquisition 
scenario 
 
Variable Cost Ratio 
The Variable Cost Ratio (VCR) captures changes in the costs for raw materials and expenses 
for procured services by dividing the company’s variable manufacturing costs by revenues. 
                                                          
2 For instance, Putzmeister Holding GmbH acquired Intermix GmbH and KACO GmbH & Co. KG first time 
consolidated KACO USA.  
3 E.g. in the case of KACO, the costs for purchased material was also adjusted.  
4 It was also considered to adjust revenues regarding segment revenues and to only take into consideration revenue 
changes with regard to the China business of the German company. Since this study wants to find out changes in 
revenues of German firms that are due to acquisitions by Chinese companies, it may be reasonable to suggest 
normalization e.g. for changes in revenues that are because of increased business activity in the home country or 
other countries of the Germany company. However, screening of the company reports revealed that in several 
cases the strategic rationale (from the German perspective) was (also) to sell the products of the acquirer trough 
their own distribution channel. In this case, increased revenues in e.g. Germany may in fact be due to the 
acquisition by the Chinese company (this was for example the case for Format Tresorbau GmbH & Co. KG or for 
Medion AG). Thus, normalization would not be appropriate. Since not enough information was revealed in most 
cases with regard to revenue drivers, adjustments could not be conducted. 
12 
 
 VCR= Costs of raw materials and procured services / Revenues and services 
rendered 
[1] 
 
The VCR ratio serves the purpose of assessing if the partnership with the Chinese company has 
resulted in any cost advantages in the procurement of the German company. The analysis of 
costs has to be assessed in relation to revenue and thus as a function of the variable cost ratio. 
This procedure avoids misleading conclusions regarding changes in revenues that naturally 
result in corresponding changes in variable costs. It is reasonable to assume that German 
companies potentially benefit from the acquisition since they might be able to save costs for 
instance because of access to Chinese suppliers that deliver certain components at a cheaper 
rate or since they gain access to Chinese production facilities.5 Thus following hypothesis is 
tested: 
H0: Variable Cost Ratios of acquired German companies have not changed in the post-
acquisition scenario 
H1: Variable Cost Ratios of acquired German companies have changed in the post-
acquisition scenario 
 
EBITDA Margin 
It is furthermore crucial to assess the operating profitability of the companies, whereas 
operating income is defined as Earnings before Interest and Taxes (EBIT). However, EBITDA 
delivers better insight regarding the operating performance of the company, also being a close 
proxy for operating cash flow (Barker, 2002). It is useful since companies may differ with 
respect to depreciation methods, which can make numbers less comparable. 
 Earnings before Interest and Taxes (EBITDA) / Revenues [2] 
 
One must keep in mind that in some cases, EBIT is a more appropriate measure for operating 
performance when comparing companies against each other. This can be the case if companies 
                                                          
5 This was for example the case for Preh GmbH and Kiekert AG. Both companies stated the intention to produce 
in China to save costs. 
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differentiate with regard to leasing methods for example, whereas operating leasing leads to 
capturing of costs above EBITDA in operating expenses, while financing leasing results is 
capturing the corresponding expenses in the context of depreciation. The company reports and 
corresponding footnotes of the analyzed companies have been assessed regarding this matter 
and it was concluded that EBITDA is an appropriate measure due to similarities amongst the 
companies regarding this issue.6 Thus, the corresponding Hypotheses was set: 
H0: EBITDA Margins of acquired German companies have not changed in the post-
acquisition scenarios  
 
H1: EBITDA Margins of acquired German companies have changed in the post-
acquisition scenarios  
 
Return on Assets 
Return on Assets is another way of measuring profitability and is oftentimes computed by 
dividing net income by total average assets (Needle & Powers, 2011). It can be beneficial to 
apply pre-tax ROA to normalize for tax differences due to e.g. varying tax legislations. This is 
particularly important regarding the impact assessment of acquisitions on the profitability of 
acquirees since an acquired company’s ROA may solely change due to the integration in the 
acquirer’s corporation, which has a lower tax rate, for instance since it is located in a less heavily 
taxed region/country (Damodaran, 2012). However, the companies observed in this study all 
have continued to operate as separate legal entities and are thus subject to equal taxation 
according to the German tax system. Therefore, post-tax ROA can be considered adequate. 
Furthermore, one needs to consider if it is more powerful to divide operating income (in this 
study represented by EBITDA), as also supported by Bergevin and MacQuenn (2010), by total 
average assets.  
  Return on Assets (ROA)= EBITDA / Total Average Assets [3] 
                                                          
6 The footnotes in the corresponding financial statement were screened for indications concerning operating 
leasing, however it was not clearly determined in all cases if operating leasing was relevant or not. This is also 
because this study deals with private companies that generally publish less information than public companies.  
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This approach eliminates distortions that occur due to varying capital structures and different 
tax treatment that may occur due to loss carryforwards.7 Thus, EBITDA was chosen to measure 
operating profit instead of EBIT. It can also be advantageous to adjust for current liabilities and 
non-interest bearing liabilities, respectively to come up with a number that potentially reflects 
the return on assets more adequately (Damodaran, 2002). However, in this study total average 
assets is applied. Thus, the Hypotheses tested is the following: 
H0: ROA of acquired German companies have not changed in the post-acquisition 
scenario 
 
H1: ROA of acquired German companies have changed in the post-acquisition scenario  
 
4.3. Statistical analysis 
The statistical data analysis was performed with various tools in XLSTAT (Statistics Add-on 
for Excel). On the one hand, Paired-Sample T-Tests were conducted, which belong to the most 
common methods to evaluate pre-and post-acquisition data, as performed by Pervan et al. 
(2015). It requires normally distributed data and equal variances among the tested groups 
(Kault, 2003). Therefore, the data (each group of variables) must be tested regarding these 
requirements. The normal distribution is tested with the help of Shapiro-Wilk tests, which is 
recommended for smaller samples (De Muth, 2006).8 The equality of variances is tested by 
means of Fishers F-Tests. Oftentimes, Paired-Sample T-Tests are not recommended for small 
samples, however, if the assumption of normality holds, the conduction of these tests is still 
reasonable. Nevertheless, the explanatory power of the test is limited due to the small sample 
size. In fact, several references recommend non-parametric tests for small sizes, that can be 
performed independently of normal distribution and equality of variances (Merrill, 2016). The 
                                                          
7 Also, to gain a deeper understanding of the drivers of the ROA it is advantageous to calculate this figure by 
means of multiplying profit margin with asset turnover. By doing that, it can deliver valuable insights if an increase 
in ROA is due to higher asset utilization/productivity or because of raised profitability. However, since this study 
considers EBITDA instead of net income, it is not possible to apply this method for computing ROA. 
8 However, it must be mentioned that tests for normal distribution might lead to false conclusion in the case of 
small samples since normality tests might not be able to reject the zero hypothesis (H0= variables are normally 
distributed) and therefore falsely suggest that normal distribution exists (Field, 2013). 
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non-parametric equivalent to the Paired-Sample T-Tests is the Wilcoxon Sign Rank Test, which 
potentially results in a more robust outcome in this case than Paired-Sample T-Tests. Even 
though, this test does not require normal distribution it is but sensitive to heavily skewed data, 
which is particularly important in the context of this study since companies with size large 
differences were assessed. That is why tests for skewness were conducted as well. All tests 
were conducted with a level of confidence 95% and thus with a level of significance of 5%. 
Besides that, two-sided tests were conducted. Even though it is assumed, that figures tend to 
improve post-acquisitions, the opposite might be possible as well.9 Thus, two-sided tests are 
adequate in the context of this assessment. Besides that, outliers were eliminated from the 
analysis for certain variables.10 
4.4. Source of data and sampling 
Data collection  
The list of Chinese acquisitions in Germany was retrieved from two databases to ensure 
completeness, namely Bloomberg and Thompson Reuters. Besides that, deal specific 
characteristics such as name of acquirer, name of seller, stakes acquired, valuation multiples 
were extracted from these data bases. Regarding geographical restriction, the search filter was 
set to deliver results for German companies that have been acquired by Chinese companies 
(main land China) and companies whose parent company is Chinese (there are few cases of 
Hong Kong based companies that are controlled by mainland Chinese companies; these 
companies are included as well since control is exercised by main land Chinese firms).11 12 Only 
                                                          
9 This was for example the case for the acquisition of ThyssenKrupp Tailored Blanks GmbH, whereby the revenue 
post-acquisition significantly decreased, in fact, as stated in the company’s report, due to the acquisition by Chinese 
Wuhan Iron and Steel Company Limited (further elaboration in section 5.1). 
10 E.g. for the Variable Cost Ratio tests, Meta Motoren- und Energie-Technik GmbH was excluded due to extreme 
values. 
11 For instance, AVICEM HK Ltd. (Hong Kong based) is a subsidiary of AVIC Electromechanical System Co. 
(based in Beijing, China). The company acquired Kokinetics GmbH in 2014. 
12 An advantage of focusing on acquisitions and respective target companies from only one country is the 
elimination of potential discrepancies and cofounding variables between different countries with regard to general 
economic and political influence factors. 
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acquisitions were evaluated, also since pre- and post-merger data is a lot more complex to 
evaluate since the post-merger numbers have to be normalized for the parent company’s data. 
In this case, this would be particularly difficult since Chinese financial reports are oftentimes 
neither accessible nor published in English.13 Another requirement was that minimum 25 per 
cent of the German company was acquired to assure that the Chinese company has significant 
influence on the German company.14 Furthermore, a constraint has been applied with respect 
to the relevant time window. Taking into consideration deals before 2011 may result in 
distortions because of the 2007/2008 financial crisis.15 Because of the nature of the 
methodology, it is also necessary to disregard the years after 2014 due the lack of availability 
of financial statements for the years 2015 and 2016.16 Consequently, the relevant time window 
for the company selection is between 2011 and 2014.  
The search resulted in an initial sample of 47 acquisitions between 2011 and 2014 (see Exhibit 
1). However, 27 acquisitions could not be considered for the financial analysis due to distressed/ 
insolvency cases (11 companies), change of accounting standards (one company), sales to 
private investor (three companies), lack of information in company reports (10 companies).17 
Consequently, the final sample for the financial analysis amounts to 20 companies (see Exhibit 
2). Most target companies are private, and thus the information which can be extracted with 
respect to financials from databases like Bloomberg or Thompson Reuters is oftentimes very 
limited. In fact, the necessary information to compute the key variables, were mostly not 
                                                          
 
14 In Germany, the blocking minority is reached when a company owns 25 per cent of another company. This 
means, that the company can block important decisions.  
15 Naturally, data after this period may still be affected, however it was assumed the normalization was sufficient 
for 2011-2014 data with regard to financial performance etc. 
16 Private companies in Germany oftentimes publish their annual reports in the first quarter two years after the 
reporting year (e.g. Putzmeister Holding GmbH published their 2015 annual report in March 2017). Also, there 
are limited publication requirements for companies, if (at least) one person if fully and personally reliable. Besides 
that, companies that were acquired in the second half of 2015 could have potentially not been assessed as well 
since this would require financial reports from 2016, which are oftentimes not even available for publicly listed 
companies in the first quarter of the subsequent year. Due to these reasons, the year 2015 was not considered for 
this analysis.  
17 For instance, AWECO Appliance Systems GmbH & Co. KG (acquired by Zhejiang Sanhua Intelligent Controls 
Co., Ltd) changed from HGB (German accounting standard) to IFRS post-acquisition.  
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available. All financial data for the sample of 20 companies was therefore hand collected (see 
Exhibit 3) from annual consolidated company reports from the Federal Gazette (in German 
Bundesanzeiger)18. With regard to these acquisitions, data has been collected for each target 
firm for the years t-1 and t+1, whereas t represents the date of deal completion. Thus, t-1 stands 
for the period before the acquisition, while t+1 represents data for the period next to the one in 
which the acquisition took place.19 With respect to t+1, it is important to take into consideration 
that companies need some time to realize synergies after acquisitions. For instance, if a 
company has been acquired in December of 2011, it is not appropriate to use the 2011 annual 
statement for t+1, since cost reduction effects etc. might not be realized yet and therefore not 
be reflected in the corresponding financials. Therefore, this study considers annual financial 
statements of the same year of the completion data as t+1 if the transaction was completed 
within the first two quarters of same year (correspondingly the previous year was chosen for t-
1). If the completion date was in the fourth quarter, the data for t+1 was gathered from the 
annual statements of the next year (and the year of completion was considered as t-1). If the 
completion data is in the third quarter, it was assumed that there is a certain probability that the 
financials are affected by the acquisition, but we can also not make a solid assumption that the 
acquisition is “fully” captured. That is why in this case, the annual statement of the next year 
and one year before are considered.20 It can be argued that t+1 is enough to realize synergies 
and comparable studies such as Pervan et al., 2015 have not considered more periods either.21  
                                                          
18 The Federal Gazette is a service offered by the German Federal Ministry of Justice and Consumer Protection 
and allows access to company reports, financial statements, and official announcement (https://publikations-
plattform.de/sp/wexsservlet?page.navid=to_push_service_start&global_data.designmode=eb&dest=wexsservlet
&session.sessionid=41d45c20830b9ccb7b48fd8f7e131a71). 
19 Since this study assesses private companies that are not legally obliged to publish quarterly or semi-annual 
results, there is no other possibility than to collect the data for t-1 from the closest annual statement. Ideally, would 
be Last Twelve-Month (LTM) data, however, it is not possible to gather this data for companies that are not 
publicly listed. 
20 E.g. if the acquisition took place in July of 2012, the post-acquisition period was 2013, and the pre-acquisition 
period was 2011. 
21 The assumptions made are also to some extent backed up by a post-merger study conducted by Deloitte in 2014. 
Deloitte (strictly speaking a market research firm mandated by Deloitte) polled more than 800 executives at U.S. 
companies regarding the realization of synergies in the post-acquisition/merger period (firms that engaged in a 
merger or acquisition over the last 24 months or were planning to engage in M&A in the next 12 months). In the 
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Limitations 
Another question that needs to be raised is to what extent pre-deal data should be taken into 
consideration. Potentially, it might be beneficial for normalizing for potential ongoing 
upward/downward trends of the company. For example, if the target company’s revenue or 
operating margin was already growing steadily before the acquisition. Thus, an increase in those 
key figures post-deal could potentially be simply due to an ongoing trend and not due to the 
acquisition. However, to make an assessment regarding that, it would be necessary to go back 
at least two more periods prior to the deal completion. However, the data might potentially be 
distorted due to the 2008/2009 crisis. Another important issue to consider is the implementation 
of a control group. Assuming, that there would be for instance a positive difference in 
profitability post-acquisition, this might not be due to the acquisition, but rather due to improved 
general economic conditions in the target company's sector/industry. Thus, to eliminate 
potential confounding variables a normalization would be adequate. However, the selection of 
a solid control group and the necessary data is extremely difficult in this case since this is study 
is mostly dealing with private companies. This is therefore out of scope of the study at hand. 
For future research however, it is recommended to pay special attention to identify solid peer 
groups for every company and apply an adequate normalization. Besides future studies will be 
more powerful since they will be able to analyze more than one post-acquisition period. 
5. Results 
This section consists of two parts. Firstly, it summarizes the Chinese-German acquisition 
activity between 2011 and 2014 (47 acquisitions) with regard to relevant deal characteristics 
that are important to gain a comprehensive understanding of the Chinese M&A activity in 
                                                          
context of this study, 42.9% of executives stated that it took six months or less to realize synergy targets, 30.8% 
said that it took seven to twelve months to realize synergy targets. 60% were domestic transactions, 40% were 
cross-border transactions, whereas two out of three involved private companies with manufacturing accounting 
for the biggest portion with 24% and revenues of involved companies ranging from 100 Mio. until 1 Billion. Since 
the sample in this study is referring to Chinese-German cross border deals that mainly involve privately held 
companies as target companies, the study is not perfectly comparable, ensures however, a certain level of validity 
for the assumptions made. 
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Germany regarding this time window. Secondly, the section presents the results of the 
assessment of profitability on a sample of 20 companies. Therefore, it presents a brief 
elaboration regarding the conducted tests on the variable and presents the results of the 
statistical analysis and puts the results into context. 
5.1. Summary of Chinese-German deal activity 2011-2014 (RQ 1)  
In total, 47 acquisitions of German companies by Chinese firms took place between 2011 and 
2014. Forty three percent of acquired firms were active in the automotive industry, 24% in the 
industrial machinery and industrial products and services industry, 11% in the energy (mostly 
alternative energy, e.g. solar), as shown in Exhibit 4. Furthermore, in 57% of the cases, the 
acquirer was from the same industry as the acquiree. In the case of automotive deals, 55% of 
acquirers were from the same industry.22 As for industrial machinery and product and services 
45% were from the same industry and in the case of Energy, 80% were also active in the energy 
industry. With respect to energy industry, the number of acquisitions out of distressed situations 
and insolvencies amounted to 80%, whereby this mostly referred to firms that were active in 
the solar/photovoltaic industry.23  
Among all 47 companies, 23% were acquired out of insolvency or distresses situations. As for 
the acquired companies that were public, hostile takeovers (e.g. in the form of tender offers) 
were the not the case, implying willingness to sell to Chinese companies.24 While deal volumes 
and stakes respectively, were mostly not disclosed (40%), in 36% of cases 100% was acquired, 
in 11% of cases between 50% and 75% was acquired and in 13% of cases between 25% and 
50% was acquired. Regarding selling companies, it is important to mention that in 28% of the 
                                                          
22 An interesting example in the automotive industry is the acquisition of German Kokinetics by Chinese AVIC, 
whereas Kokinetics manufactures high-tech precision products for the automobile industry, while AVIC produces 
aviation products.  
23 For instance, in the case of the acquisition of German Sunways by Chinese LDK Solar (deal completed in 2012), 
the declared investment rational according to the companies was to “link German high technology with China’s 
low-cost advantage” (Bryant, 2012). 
24 A recent example of a German company acquired in the context of a tender offer is KUKA, which was bought 
by Chinese Midea (however this acquisition took in place in 2016 and is out of scope for this research). 
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deals, private equity companies were the sellers.25 Another relevant topic is the multiples 
assessment of the corresponding deals.26 In fact, some German were acquired with high 
valuations like for example Hazemag & Epr GmbH that was acquired by Sinoma International 
Engineering Co Ltd with a Total Deal Value / Revenue multiple of 2.45 vs. 0.44 for comparable 
transactions and a Total Deal Value / EBIT multiple of 28.47 vs. 16.02 for comparable 
transactions. Another example is ThyssenKrupp Tailored Blanks GmbH that was acquired by 
Wuhan Iron and Steel Company Limited for 1.13 Total Deal Value / Revenue (vs. 0.07 for 
comparable transactions) and 136.84 Total Deal Value / EBIT (vs. 6.94 for comparable 
transactions).27 
 
5.2. Assessment of profitability pre- vs. post-acquisition (RQ2) 
Revenues 
The variables for revenues did not pass the Shapiro-Wilk-Test for normality which means that 
Paired-Sample T-Tests could not be performed. This is due to significant size differences of the 
companies and the revenue variables, respectively. As for the non-parametric equivalent of the 
Paired-Sample T-Tests, the Wilcoxon test, the data needs to be checked for skewness. The 
skewness factors are in fact very high for pre- as well as post- acquisition revenues (3.73; 3.52). 
For this reason, logarithmic variables were taken into consideration. Based on the results of the 
Wilcoxon test, H0 (Revenues of acquired German companies have not changed in the post-
acquisition scenarios) could not be rejected. 
 
 
                                                          
25 Interesting would furthermore be the assessment of funds cycles of the involved private equity companies and 
the acquisitions dates of the German companies by the investment firms to figure out if divestitures took place in 
the context of common disinvestment phases or potentially prematurely (maybe since Chinese enable the firms to 
exit with above average multiples). 
26 A comprehensive assessment of relevant multiple such as Total Deal Value / EBITDA was not possible due to 
not disclosed data. 
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Table 1: Statistical tests for Revenue 
Shapiro-Wilk-Test for Revenue 
W 0,455 
p-value (both sided) < 0,0001 
alpha 0,05 
 
Wilcoxon Sign-Rang-Test for Log Revenue 
V 55  
Expected value 105,000  
Variance 717,500  
p-value (both sided) 0,065  
 
 
With median increases of 6% in revenues post-acquisition, the results do not show statistically 
significant differences. However, some companies have in fact massively increased revenues 
due to the acquisition. For instance CSR New Material Technologies increased revenues by 
224% post-acquisition, which showed revenues growth in the Asia/Pacific region with China 
as main driver from TEUR 37.185 pre-acquisition revenue to TEUR 116.617 post acquisition 
revenue. Also, Meta Motoren- und Energie-Technik increased revenues by 196%, due to 
“takeover by Chinese consortium in the automotive sector”, which enabled the company to 
acquire many new customers in China. However, other companies such as ThyssenKrupp 
Tailored Blanks GmbH reported significant revenues decrease following the acquisition. The 
company report states that “[…] revenue decreased due to customer’s insecurity due to 
acquisition […] customer held back on new orders.”).  
Variable Cost Ratios 
Paired-Sample T-Tests could be performed for Variable Cost Ratios since the requirement for 
normal distribution was fulfilled (see Exhibit 5) and since it passed the test for equal variances 
(see Exhibit 6). Additionally, Wilcoxon-Sing-Rang-Tests were conducted. Based on the results 
of both tests H0 (Variable Cost Ratios of acquired German companies have not changed in the 
post-acquisition scenarios) could not be rejected. 
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Table 2: Statistical Tests for Variable Cost Ratio 
Paired-Sample T-Test Variable Cost Ratio Wilcoxon Sign-Rank-Test Variable Cost Ratio 
Difference -0,951 
t value -0,947 
|t| (critical value) 2,093 
FG 19 
p-value (both 
sided) 0,356 
alpha 0,05 
  
 
V 115,000 
Expected Value 95,000 
Variance (V) 617,375 
p-value (both sided) 0,433 
alpha 0,05 
 
 
65% of companies reduced their material costs, however the median decrease only amounts to 
-0.32%. In fact, many companies stated in their company reports that production facility 
relocation to China is a strategic rationale behind the acquisition. However, potentially this has 
not been accomplished yet, thus there is no significant decrease in variable cost ratio.  
EBITDA Margins 
Paired-Sample T-Tests could be performed for EBITDA Margin since the requirement for 
normal distribution was fulfilled (see Exhibit 7) and since it passed the test for equal variances 
(see Exhibit 8). In addition, Wilcoxon-Sing-Rang-Tests have been performed. The results show 
that H0 (EBITDA Margin of acquired German companies have not changed in the post-
acquisition scenarios) could not be rejected.  
 
Table 3: Statistical tests for EBITDA Margin 
Paired-Sample T-Test EBITDA Margin 
Difference -1,356 
t (observed 
value) -0,1005 
|t| (critical value) 2,101 
FG 18 
p-Wert (both 
sided) 0,328 
alpha 0,05 
 
Wilcoxon Sign-Rank-Test EBITDA Margin 
V 65 
Expected value 95.000 
Variance (V) 617.000 
p-value (both 
sided) 0,235 
alpha 0,05 
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Even though, the majority of companies (70%) improved EBITDA Margin, the median increase 
amounts to 0.51%. The maximum increase showed Meta Motoren- und Energie- Technik with 
158 %, which is line with their large increase in revenues. Even though, there was no 
statistically significant difference for revenues as well as for variable cost ratio, EBITDA 
Margin might have potentially shown statistically significant difference due to reduced fixed 
costs such salaries (potentially due to use of acquirer’s company’s sales force). However, this 
is not the case and potentially point towards non-completed post-acquisitions integration 
processes. 
ROA 
Paired-Sample T-Tests could not be performed for ROA since the variables it did not pass the 
test for normal distribution. However, the Wilcoxon-Sing-Rang-Tests was performed. The 
results show that H0 (ROA of acquired German companies have not changed in the post-
acquisition scenarios) could not be rejected.  
Table 4: Statistical Tests for ROA 
Shapiro-Wilk Test ROA 
W 0.869 
p-value (both 
sided) 0,014 
alpha 0,05 
 
Wilcoxon-Sign-Rank-Test ROA 
V 68 
Expected value 95.000 
Variance (V) 617.500 
p-value (both 
sided) 0,286 
alpha 0,05 
 
 
60% of companies improved ROA. However, the median increase only amounts to about 1%. 
Since ROA was calculated with EBITDA in the nominator, this is a logical consequence 
However, less companies showed higher ROA than increased EBITDA margin. This might be 
due to an increased asset, whereby the median increase in total assets amounted to 8% across 
all companies.  
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Conclusion 
The purpose of this Work Project was to assess the short-term impact on profitability of Chinese 
acquisitions on German target companies. Out of 47 deals between 2011 and 2014, twenty 
companies were eligible for an analysis of pre-acquisition versus post-acquisition data.  
The analysis has delivered statistically insignificant differences between pre- and post-
acquisition data of the companies with respect to the assessed variables. Therefore, it cannot be 
concluded that Chinese acquisitions affect acquired German companies positively or negatively  
in terms of profitability in the short term. Comparable studies such as Pervan et. al. (2015) have 
not shown statistically significant differences pre- versus post-acquisition either (they assessed 
a sample of more than 100 deals, of which 56% were of domestic nature). However, the 
observed time frame is short and post-M&A integration is more complex for cross-border deals 
in comparison to domestic deals and thus may require more time to be reflected in the financials 
of the acquiree. Because most assessed firms are private, whereby data is oftentimes not 
accessible or insufficient, the study at hand has been conducted with a small sample. This 
logically affects the explanatory power of all performed statistical tests. Nevertheless, this study 
shows that some companies have indeed benefited greatly in the short term for instance by 
utilizing the acquirer’s distribution network (e.g. Meta Motoren- und Energie-Technik), 
whereby other companies have explicitly suffered drawbacks because of the acquisition (e.g. 
ThyssenKrupp Tailored Blanks GmbH).  
Furthermore, this Work Project contributed to portraying the acquisitions of Chinese companies 
in Germany between 2011 and 2014 and showed that multiple key German industries are 
affected, such as Automotive or Industrial Machinery. Also, the study presented that Private 
Equity companies played a significant role as sellers of German companies to Chinese bidders. 
Besides that, it showed that both, Chinese buyers from the same industry as the target as well 
as Chinese buyers from different industries as the acquired firms were largely represented. This 
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implies that both vertical integration as well as horizontal integration is of importance from the 
perspective of Chinese acquirers. 
Future research on the impact of Chinese company acquisitions on acquired German companies 
is likely to produce more statistically significant outcome, since the “big Chinese M&A wave” 
has only started in 2011 and since 2016 marked a record year for Chinese acquisitions in 
Germany.  
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Appendix 
Exhibit 1: List of acquired German companies that were acquired by Chinese between 2011 
and 2014 
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Exhibit 2: Final sample 
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Exhibit 3 (1): Financials in period t-1 for m-tec mathis technik gmbh until OPS Ingersoll 
 
 
Exhibit 3 (2): Financials in period t+1 for m-tec mathis technik gmbh until OPS Ingersoll 
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Exhibit 3 (3): Financials in period t-1 for Hytera Mobilfunk GmbH until Schwing GmbH 
 
 
Exhibit 3(4): Financials in period t+1 for Hytera Mobilfunk GmbH until Schwing GmbH 
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Exhibit 4: Target firms by industry 
 
 
Exhibit 5: Shapiro-Wilk-Test Variable Cost Ratio 
W 0,954   
p-Wert (both sided) 0,461   
Alpha 0,05   
 
Exhibit 6: F-Test Variable Cost Ratio 
Relation 0,906 
F Test 0,906 
F critical value 2,596 
FG1 18 
FG2 18 
p-Wert (both sided) 0,837 
alpha 0,05 
 
 
 
43
15
9
4
2
11
2 9
4 2
Target firms by industry
Automobiles Industrial Machinery
 Industrial Products and services Appliances
Electronics Energy
Hotel Manufacturing (other)
Metal Processing Cellular Telecom
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Exhibit 7: Shapiro-Wilk-Test EBITDA Margin 
W 0.947 
p-value (both 
sided) 0.350 
alpha 0.05 
 
Exhibit 8: F-Test EBITDA Margin 
Relation 0.803 
F (observed 
value) 0.803 
F (critical value) 2.596 
p-value (both 
sided) 0.646 
alpha 0.05 
 
 
 
 
 
 
 
 
 
 
 
 
